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OATH OR AFFIRMATION '
1

1, ietz . Swear (or affirm) that, to the best of
my knowledge and belief the accompanymg firancial statement and supporting schedules pertaining to the firm of
_Stanford Investment Group, Inc. | as
of __March 31, 2008 . are true and correct. | further swear (or affi irm) that

neither the company nor any partner, proprietor, principal officer or director has any proprictary interest in any ax:coum

classified solely as that of a customer, except as follows;
I

41,&,4 Ju:k 5

Slgnatur‘é'7 . .

?msldmt 1

Title !

j’h W ‘.
Notary Public B

Commission 1558119
Notary Public - Catifornia  §

Santa Ciara County ]
My Comm. Expires Mar 3, 2009’

L

Thls report ** contains (check all applicable boxes):
[ (a) FacingPage.
3 (b) Stetement of Financial Condition.
T (c) Statementof Operations.
G (d) Statementof Cash Flows. \
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprictors’ Capital. |
(f} Statement of Changes in Liabilities Subordinated to Claims of Creditors. [
I (g) Computation of Net Capital. r
(X (h) Computation for Determination of Reserve Requireinents Pursuant to Rule 15c3-3 T
El (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3.3.
BJ () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
O (k) A Reconciliation between the audited and uneudited Statements of Financial Condition with respect to methods of
consolidation. !
B3 (1)) AnOQath or Affirmation. f
{0 (m) A copy of the SIPC Supplemental Report. !
B3 (n) Arcportdescribing any material inadequacies found to exist or “found to have existed since the date of the previous audit.

**Lor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e}(3).
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1232 BELMONT AVENUE + SAN CARLOS, CA 94070
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Independent Auditors’ Report

L
Board of Directors |
Stanford Investment Group, Inc. ’

We have audited the accompanying statement of financial condition of Stanford Investment
Group, Inc. as of March 31, 2008, and the related statements of operations, stockholders’ equity and
cash flows for the year then ended. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of matertal misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion. |

I

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Stanford Investment Group, Inc. as of March 31, 2008, and the
results of its operations and its cash flows for the year then ended in conformity with accountmg
principles generally accepted in the United States of America. :

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules I, I, III, and IV is presented
for purposes of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by Rule 17a-5 under the Securities Exchange Act of 1934
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

f
i
|
San Carlos, California 4‘ MA/‘M u,P

May 2, 2008



Stanford Investment Group, Inc.
Statement of Financial Condition
March 31, 2008

Assets
Cash and cash equivalents

Commissions receivable
Office equipment, net of accumulated depreciation of $125,936

Liabilities and Stockholders’ Equity

Liabilities:
Wages and commissions payable
Income taxes payable
Deferred income taxes
Total Liabilities
Stockholders’ Equity:
Common stock, no par value:
Authorized - 500,000 shares;
Issued and outstanding — 265,000 shares

Retained earnings

Total Stockholders’ Equity

See Accompanying Notes to Financial Statements

-2

$249,425
94,893
62,617

$406,93%

$ 1,232
8,318
2,000

11,550

9,800
385.583

395.383

406,933



Stanford Investment Group, Inc.
Statement of Operations
For the Year Ended March 31, 2008

Revenues:
Commissions
Investment advisory, insurance, and
planning services
Other income
Interest income
Total Revenues
Expenses:
Salaries and employee benefits
Rent
Commissions
Other operating expenses
Total Expenses
Income Before Income Taxes

Provision For Income Taxes

Net Income

See Accompanying Notes to Financial Statements

-3-

$ 1,559,023

3,779,375
39,575

7.259
5,385,232
|

4,391,553
208,927
111,409
574,548



Stanford Investment Group, Inc.
Statement of Stockholders' Equity
For the Year Ended March 31, 2008 '

Common Retained |

_Stock Earnings _Total
Balances, Beginning of Year § 9,800 $285,926 $295,7:26
Net Income - 99,657 _9_‘Lé5_7
Balances, End of Year $ 9.800 $385,583 &ﬁlﬁ

See Accompanying Notes to Financial Statements

-4-
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Stanford Investment Group, Inc.
Statement of Cash Flows
For the Year Ended March 31, 2008

Cash Flows From Operating Activities:
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation
Decrease in commissions receivable
Decrease in deposits
Decrease in wages and commissions payable
Decrease in accounts payable
Increase in income taxes payable
Decrease in deferred income taxes
Net Cash Provided by Operating Activities
Cash Flows From Investing Activities:
Purchase of office equipment
Net Cash Used in Investing Activities
Net Increase in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

See Accompanying Notes to Financial Statements

-5.

!
|
|
|
|
|
!
|
|
l
[
|

$ 99,657

31,404

31,117
3,233

(61,773)




Stanford Investment Group, Inc.
Notes to Financial Statements
March 31, 2008

Summary of Significant Accounting Policies

Nature of the Business

Stanford Investment Group, Inc. (Company) was incorporated in the state of California in
1981. It is registered with the Securities and Exchange Commission (SEC) as'an
introducing broker-dealer and is a member of the Financial Industry Regulatory Authority
(FINRA). The Company is also registered with the SEC under the Investment Advisory {&ct
of 1940,

Method of Accounting

The Company uses the accrual method of accounting for financial reporting and the cash
method of accounting for income tax purposes.

Cash and Cash Equivalents .
|

The Company considers all highly liquid investments with a maturity of three months, or
less to be cash equivalents. |

I
Some of the Company’s cash is held in deposit accounts, which at times may exceed
federally insured limits. The Company has not experienced any losses in such accounts,

and it believes it is not exposed to any significant credit risk. .

|
Deferred Taxes on Income ‘

Deferred taxes on income have been provided on differences between book and taxable
income. These differences arise primarily from the use of the cash method of accounting
for tax purposes and the excess of depreciation for tax purposes over the amount for
financial reporting purposes.

|
Office Equipment '

Office equipment is stated at cost and is depreciated using accelerated and straighl,-line
methods over 5 to 7 years, |

Use of Estimates

|
F
|

The process of preparing financial statements in conformity with generally acce:pt!ed
accounting principles requires the use of estimates and assumptions regarding certain types
of assets, liabilities, revenues, and expenses. Such estimates primarily relate to unsettled
transactions and events as of the date of the financial statements. Accordingly, upon
settlement, actual results may differ from estimated amounts.

I
!
|
-6- |
|



Stanford Investment Group, Inc.
Notes to Financial Statements
March 31, 2008 ‘

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rules (SEC Rule 15¢3-1), which requires the maintenance of minimum net capital and
requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 15 to 1. At March 31, 2008, the Company had net capital of $234,070, which was
$229,070 in excess of its required net capital of $5,000. The Company’s net capital ratio

was .04 to 1. E
!

Retirement Plan \

The Company adopted a 401 (k) Plan comprised of a salary reduction provision and.an
employer contribution component, which covers substantially all employees. Employer
contributions to the plan consist of a matching provision on employee's contributions and a
discretionary company contribution. Employer contributions made to the plan totaled
$87,502 for the year.

|
|
Lease Commitments '
!

The Company leases its office facilities under an cperating lease which expires on
September 30, 2011. Included in lease expense is the Company’s pro-rata share of the
building’s operating expenses. !

At March 31, 2008, future minimum payments under the operating lease are as follows:

Years Ending March 31,

2009 209,000
2010 215,000 |
2011 222,000 }
2012 113,000 l
h 759,000 |
|
I
|

-7-



5.

Stanford Investment Group, Inc.
Notes to Financial Statements
March 31, 2008

Income Taxes

|
The provision for income taxes represents both federal income tax and California franchise
tax as follows:

|
Current tax expense: }
Federal $13,264 |
|
i
|

California 6,374
Net current tax expense 19.638
Deferred tax benefit:
Deferred tax benefit 4,000
Change in tax status (24,500)
Net deferred tax benefit (20,500)
Provision for income taxes 862 1

\
Effective April 1, 2008, the stockholders of the corporation have elected to be taxed under
the provisions of the Internal Revenue Code as an § Corporation. Under those provisions,
the taxable income or losses of the Company are taxable to the Company’s stockholders on
an individual basis. The Company is subject to California franchise tax of 1.5% on taxablc

income, subject to an annual minimum of $800. |

Subsequent Event

The Company acted in the capacity as broker in a private offering of promissory notes
secured by first mortgages on California real estate issued by DFI Funding, Inc. Due to
the decline in the California housing market, the Company now, voluntarily, serves as a
member and co-chair of an unofficial committee of noteholders of DFI Funding, Inc.,
which has been formed to assist the noteholders and DFI Funding, Inc. in a consensual
restructuring of the obligations under the notes. The Company has hired legal counvelu to
provide legal advice and support to the committee. The legal fees are to be paid by DFI
Funding, Inc.; however, the Company has agreed to pay the legal fees to a limited ex tent,
if DFI Fundmg, Inc. fails to pay the legal fees.

|
|
Supplemental Disclosure of Cash Flow Information |
: |
Cash paid during the year for income taxes was $14,744, :
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA _Schedule I Page 1 of 2_

BROKER ORDEALER  gtanford Investment Group, Inc. as of 3/31/2008

COMPUTATION OF NET CAPITAL

Tota! ownership equity from Statement of FINAnCIAt CONDIION .......cccviiveimreerie e st e s sneessestsessnssss s s sasratss s reees $ 395, 383

3480

Deduct ownership equity not allowabie for Net Capital ............ %

}| 3490

CETTR | ] _(
Total ownership equity QUAlKIRd F0r NET GBI ..ot s ettt e bt sttt b0 08 st et ent vt st e m s s et snr st 395,383

3500

e

Add:
A. Liabilities subordinated to claims of general creditors aflowable in computation of net capital ...............c.covecvrcercnnererremeemeemenienne

3520

B. Other (deductions) or allowable Credits (LISE) ......ovcoreocereiee v s esssesens

3525

Total capital and allowable SUDOTCINE HADINIES ....v.v.v oot $ 3057 383

3530

n o

Deductions and/or charges:

A. Total non-allowable assels from . .
Statement of Financial Condition (Notes B and €) ... recrsrecmcmmemmermmmenrmsssense e 18 156,278 3540 |

B. Secured demand note definquency ... - 3590

C. Commodity fitures contracts and spol commodnies - )
proprigtary capital charges ... 3600

D. Other deductions and/or cha:ges .....

[ 156,278

3620

Other additions 2nd/or allgWable CrBURS (LISY) ..oromwrmrrror

3630

Met capital before haircuts on securities positions... w$__259,TUD

3640

'C.D_m"-l

Haircuts on securities (computed, where appllcable pursuanl to 15c3 1(f)):

A. Contractual securities commitments ... SOOI 1 3660

B. Subordinaled Securities BOMAWIRGS ......... e vttt 3670

C. Trading and investment securitles:
1. Exempled SBOUMLES ...............oeooereer st s et serss st sanssses s tes s et senaremsnnees 3735
2. Debt securities . 3733
3. Options......... 3730
4, Qther securities ... 5,035 3734

D. Undue Concentration . 3650

E. Other (List) % (2,035

S‘

)

3740

TO. NEE CAPIAD ... oo eees e ecesece ey s b8 4488 8 08 £ e £ 028 £ b R RSt rss O 234f070

f3750]

|
|
|
|
|
[
|
5
I

i
!
i
|
!

OMIT PENNIES

- 10 - SEC 1696 (02-03) 7 of 16




1
FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT '
PART lIA Schedule I Page 2 of 2

BROKER OR DEALER  stanford Investment Group, Inc. asof__3/31/2008
}
COMPUTATION OF NET CAPITAL REQUIREMENT
I
PartA
I
11, Minimum: net capital required (8%,% of ling 19) ... I 637 ' [T
12. Minimum dollar net capital requirement of repomng brnkeror dealer and mlmmum nel capltal requlremem i
of subsidiaries computed in ACCOMAANCE WIth NOLE {A) .....c..ocooceceoereeeeoreecoerereresseeerersssemsmmsseresserssrssesmssssessesmssessmsesessoeesesmmeeneenns 8 2 000 3758
13. Net capital requirement (greater of ling 11 or 12) .. . § 2,000 3760
14, Excess net capital (ine 101855 13) vovvvevevoovceecrrer e . $ 229,070 1 [3770
15, Excess net capital at 1000% (fine 101855 10% 0f N 19) ....oociviminrivmimrercsis s nsscsrssenrsssssss s s sessressassassessssssssmnsteenenroe 2. 9 B33 g 1 19 3780
F
COMPUTATION OF AGGREGATE INDEBTEDMNESS !
16. Total Al fiabilities from Statement of FINANCIA! CONGINON _.......ooovereerni et reece st s s st ostassassars s g sssarenontens 9 9: 550 [ 3730)
17. Add: ‘
A. Drafts for immediate credit ... " vt ssssesssesarsss i geseees 21§ [ 3800] I
B. Market value of securities banowed for whlch no equlvalent value !
is paid or credited......o..oovenierin $ 3810
C. Other unrecorded amOuntS (LISt ............coooeiumreeiesieietee e emsenee s s bsen s sessesssssessrsssaassnaas $ 3820 ' 3830
18. Total aggregate indebtedness ... . AR J,00U i 13840
19. Percentage of aggregate indebledness tu net capllal (Ilne 18 + by lme 10) Abeftet e ee bt i bat et ad 2R S SRA e A1 AR et ad1 e e bar bt s b % 3 i 3850
20. Percentage of debt to debt-equlty tolal computed in accordance with Rule 15¢3- 1(d) S N/A 1 }3s8e0
]
}
COMPUTATION CF ALTERNATE RET CAPITAL REQUIREMENT |
PartB I
|
21, 2% of combined aggregate debit items as shown In Formula for Reserve Requirements pursuant to Rule 15¢3-3 |
prepared as of the date of the net capital computation including both brokers or dealers and consolidated subsidiaries’ debits......... § N/A .__[3970]
22. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement of
subsidiaries computed in ACCOGANTE WIth NOTE (A) v.....oovee oo meeceeesereesise e st ssssstsesssesssesssasessttos st ssebsssssssessssnssasssssssnss 23 9 ; 3880
23. Net capital requirement {greater of line 21 or 22) ....... e § 3760
24, Excess capital (fine 10 less 23).... $ . 3310
25. Net capital in excess of the greater of !
A. 5% of combined aggregate debit items 0F $120,000 .....ocorrerrrrecrceiress s s e smsrs st sesnsesmisesiions 9 L [3920]

NOTES: *

{A) The minimum net capital requirement should be computed by adding the minimum doltar net capital requirement of the reporting broker dealer and, for each
subsidiary to be consolidated, the greater of; '
1. Minimum dollar net capital requirement , or
2. §4% of apgregate indebtedness or 4% of aggregate debits if aternative method is used.

(8) Do not deduct the value of securities borrowed under subordination agreements or secured demand note covered by subordination agreements not in satisfactory form
and the market values of memberships in exchanges contributed for use of company {contra to item 1740) and partners’ securities which were inclided iri noin -altowable
assets.

{C) For reports filed pursuant to paragraph {d) of Rule 172-5, respondent should provide a list of material non-allowable assets. \
\

- 11 - SEC 1696 (02-03) 9 of 16
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SCHEDULE Il
Stanford Investment Group, Inc. !
Computation for Determination of Reserve !
Requirements Pursuant to Rule 15¢3-3

March 31, 2008

!
[
[
i
r

The Company claims an exemption under Rule 15¢3-3(K)(2)(ii) and is therefore not subject

to the reserve requirements of Rule 15¢3-3.
|

-12-



SCHEDULE I
Stanford Investment Group, Inc.
Information Relating to the Possession

or Control Requirements under Rule 15¢3-3
March 31, 2008

|

|

|
The Company claims an exemption under Rule 15¢3-3(K)(2)(ii) and therefore is not subject

to the possession and control provisions of Rule 15¢3-3. 4

-13- ,




SCHEDULE IV

Stanford Investment Group, Inc. |
Reconciliations Pursuant to Rules 15¢3-1 and 15¢3-3 |
March 31, 2008 |

Reconciliation of Computation of Net Capital T
to Respondent's Computation

The reconciliation between the computation per Schedule 1 and the respondeht's
computation is as follows: [

Net |

Capital Indebtedness

|

Computation per respondent $221,889 § 1232 |
|

Reconciliation: |
Income tax accrual — payable with tax return (8,318) 8,318 !
Income tax accrual — deferred tax 20,499 :
Differences 12,181 8318 |
Computation per Schedule | $234,070 $ 9550

Reconciliation of Computation of Reserve Requirements |
to Respondent's Computation

The reconciliation between the computation per Schedule II and the respondent's
computations is as follows:

Calculation per respondent $0 _ |

Calculation per Schedule II $0

-14 - I



Johnson & Kurn, LLP ,

1232 BELMONT AVENLUE » SAN CARLOS, CA 94070
TELEPHONE (650) 592-2967
FACSIMILE (650) 592-2983

Board of Directors [
Stanford Investment Group, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of
Stanford Investment Group, Inc. (the Company), for the year ended March 31, 2008, we considered its
internal control structure, including procedures for safeguarding securities, in order to determine our
auditing procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on the internal control structure. |

!

Also, as required by Rule 17a-5(g)(1) of the Securities Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including tests of such practices
and procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in making the
periodic computations of aggregate indebtedness (or aggregate debits) and net capital under Rule 17a-
3(a)(11) and for determining compliance with the exemptive provisions of Rule 15¢3-3. Because the
Company does not carry securities accounts for customers or perform custodial functions r::lz}ting to
customer securities, we did not review the practices and procedures followed by the Company in any of
the following; |

|
1. Making quarterly securities examinations, counts, verifications, and comparison |
[
2. Recordation of differences required by Rule 17a-13 '

i

3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

I
The management of the Company is responsible for establishing and maintaining an internal
control structure and the practices and procedures referred to in the preceding paragraph. In fulfilling
this responsibility, estimates and judgments by management are required to assess the expected benefits
and related costs of internal control structure policies and procedures and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices and procedures
can be expected to achieve the SEC’s above-mentioned objectives. Two of the objectives of an internal
control structure and the practices and procedures are to provide management with reasonable but not
absolute assurance that assets for which the Company has responsibility are safeguarded against loss
from unauthorized use or disposition and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial statements in
accordance with accounting principles generally accepted in the United States of America. Rule 17a-

5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph. ‘




Because of inherent limitations in any internal control structure or the practices and procedures
referred to above, errors or irregularities may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they may become inadequate because of
changes in conditions or that the effectiveness of their design and operation may deteriorate. ;

[

Our consideration of the internal control structure would not necessarily disclose all matters in
the internal control structure that might be material weaknesses under standards established by the
American Institute of Certified Public Accountants. A material weakness is a condition in which the
design or operation of the specific internal control structure elements does not reduce to a relatively low
level the risk that errors or irregularities in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. However, we noted no matters involving the
internal control structure, including procedures for safeguarding securities, that we consider. to be
material weaknesses as defined above. I

)

We understand that practices and procedures that accomplish the objectives referred to'in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in accordance
with the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that
do not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company’s pracuces and
procedures were adequate at March 31, 2008, to meet the SEC’s objectives.

This report is intended solely for the use of the Board of Directors, management, the SEC, and

other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 i m their

regulation of registered brokers and dealers, and should not be used for any other purpose. 1
|

|
San Carlos, California <
Moy 2. 2008 ¢ b, LA

END



